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KEY ECONOMIC INDICATORS 
(In millions of current U.S. dollars unless otherwise noted) 


4988 1989  j|j41990  £=i199ilest 
Income, Production, Employment 


Population 11.1 11.6 12.0 12.4 
GDP 10,300 9,250 9,700 9,550 
GDP per capita (U.S. dollars) 928 797 808 770 
Real GDP Growth (percent) -2.0 -1.5 -3.0 -0.5 
Consumer Prices (percent change) Tel -0.4 -0.3 1.0 
Central Govt Spending 

as pct. of GDP 40 41 34 30 


Production by Sector 


Primary Sector (pct of GDP) 
Secondary Sector (pct of GDP) 
Tertiary Sector (pct of GDP) 


Production of Cash Crops 


Cocoa (000's MT) 
Cof fee (000's MT) 
Cotton (000's MT) 
Rubber (000's MT exported) 
Pineapples (000's MT exported) 
Bananas (000's MT exported) 


Balance of Payments 


Exports 

Imports 

Trade Balance 

Current Account 
External Debt 

Debt Service Ratio (pct) 


U.S. - C¢ 'Ivoj = 


- Exports 75 79 78 
- Imports 290 234 200 
- Share of Ivorian Imports (pct) 4.4 4.6 4.6 
- Share of Ivorian Exports (pct) 10.4 8.3 6.4 
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A age FCFA/Dollar Exchange rate 298 319 272 


Ss 
S 
Ss 
S 
e 


Vv 


Sources: Government of Cote d'Ivoire, IMF, World Bank, U.S. 
Department of Commerce. 





SUMMARY 


Cote d'Ivoire's post-independence record of economic development 
is one of the best in Africa. The country's GDP accounts for 
about half of the output of the West African franc zone. As 
many as five million foreigners from surrounding countries work 
in Cote d'Ivoire, and Cote d'Ivoire's support for its neighbors 
is clearly demonstrated by its acceptance and assistance to the 
250,000 Liberian refugees living within its borders. 


In recent years, however, Cote d'Ivoire's remarkable economic 
growth has turned to decline, leading to increasing unemployment 
and the growth of political opposition. In 1990, in response to 
public pressure, President Houphouet opened the political system 
to other parties and authorized multiparty presidential, 
legislative, and local elections. At the same time, he renewed 
the government's commitment to structural reform of the economy 
by appointing Alassane Ouattara to lead the economic reform 
program and then to head the government as Cote d'Ivoire's first 
prime minister. Ouattara, a Wharton-educated economist and 
former International Monetary Fund (IMF) Director for Africa, 
had been serving as Governor of the West African Central Bank 
(BCEAO). Prime Minister Ouattara assembled a well-qualified 
economic team and, in coordination with the IMF and World Bank, 
embarked on a fundamental reform of the country's economic 
institutions and policies. There is much to be done, however, 


and the country faces difficult circumstances brought on by a 
sharp decline in export earnings. 


Under Prime Minister Ouattara, a program of stabilization and 
structural adjustment has been agreed with the IMF and World 
Bank (IBRD). Particular attention has been paid to closing the 
fiscal deficit, privatizing bloated public sector firms, and 
liberalizing the marketing of the country's principal export 
crops. In addition, the government has worked with foreign 
lenders -- notably the IBRD and the French Government -- to 
clear up domestic arrears of the public sector and revitalize 
the country's illiquid banking system. Despite these efforts, 
Cote d'Ivoire suffers from high production costs and a 
corresponding lack of competitiveness in international markets. 
While some call for a devaluation of the currency, membership in 
the French-supported West African Monetary Union complicates the 
issue. 


ECONOMIC POLICIES 
The Collapse of Commodity Prices 
Weak world growth and a collapse in commodities prices in the 


mid-1980s caused a recession by 1986. Between 1986 and 1988, 
export earnings fell from $3.2 billion to $2.5 billion, throwing 





the current account into deficit. Hoping for a recovery of 
commodity prices and the discovery of oil in what were thought 
to be promising offshore fields, Cote d'Ivoire delayed the day 
of reckoning by resorting to foreign borrowing to cover revenue 
shortfalls. As events transpired, however, the promise of oil 
was illusory and commodity prices remained depressed; as a 
result, public foreign debt rose from 37 percent of GDP in 1979 
to about 130 percent in 1991. Real GDP per capita fell an 
average of nearly 5 percent per year during the 1987-90 period, 
after having already contracted an average of almost 3 percent 
per year since the beginning of the 1980s. The public sector 
deficit hit 16 percent of GDP in 1989, and the current account 
deficit peaked at 13 percent of GDP in 1990. 


Though the trade account balance has stabilized in recent years, 
the country's services and remittances accounts have shown 
continued large net outflows. The current account balance of 
payments collapsed from a surplus of $64 million in 1985 toa 
deficit of $1.2 billion in 1990. Given the poor outlook for 
world prices of Cote d'Ivoire's principal commodity exports and 
the economy's continuing competitiveness problem, the current 


account deficit remained large at an estimated $0.9 billion in 
1991. 


Fj ial M t Polici 


Cote d'Ivoire's capital account is also negative as principal 
payments due on past borrowing have exceeded new lending, even 
including exceptional financing assistance provided by donors in 
1989-90. In 1990, the net outflow on the capital account was 
$176 million, as direct foreign investment and new lending to 
the public sector of $790 million failed to offset the principal 
due of $930 million. Cote d'Ivoire's residual financing 
requirements have been covered in recent years by substantial 
amounts of debt rescheduling, but also by very large annual 
accumulations of external arrears. In 1990, rescheduled debt 
payments totalled $438 million; arrears increased by $1.0 
billion. In December 1991, official creditors rescheduled 
approximately $800 million. 


By 1990, the government had started to achieve some control over 
budget deficits, the key to controlling its indebtedness, but 
reforms to date have not adequately addressed a number of key 
Structural problems. Foremost among these are the enormous 
public sector wage bill and relatively high costs for a number 
of productive inputs, including energy. To compound matters, 
internal government debt reached one-third of GDP by the end of 


1990, effectively crowding out the private sector's access to 
domestic sources of credit. 





The challenges faced by Prime Minister Ouattara's team of 
economic reformers are complex and daunting. Despite low prices 
and attempts to diversify, cocoa and coffee still accounted for 
41 percent of exports in 1990, compared with 46 percent in 

1980. Apart from petroleum products refined from imported 
crude, other exports consist mostly of unprocessed raw materials 
(timber, cotton lint, rubber, and pineapples). Diversification 
of exports and the development of import-competing industry will 
be key to resumed growth but will be difficult to accomplish 


unless the problem of high production costs is successfully 
addressed. 


Despite a decade of reform programs, the public sector continues 
to dominate the economy. In 1990, government and parastatal 
investment still accounted for 61 percent of total investment. 
The business sector continues to operate under rigid job 
security and wage regulations and faces unfavorable fixed prices 
on a number of import and export commodities. Contracts and 
entrance to many activities, including importing certain key 
goods, logging, air and sea transport, as well as government 
jobs, have at times been accorded on political, rather than 
economic, criteria. The financial system, meanwhile, has 
suffered from politically directed lending, administered 
interest rates and inadequate supervision. The current reform 
process, while showing promise, is still in its early stages. 


The weight of public finances itself discourages economic 
activity. When commodity prices were high, cocoa and coffee 
revenues generated by the government's commodity marketing board 
(CAISSTAB) supported a large public operating and investment 
budget. As commodity prices and revenues fell, however, taxes 
on established businesses became increasingly burdensome. In 
the 1990 operating budget, for example, 94 percent of tax 
receipts were slated to come from business income taxes, payroll 
taxes, sales taxes, and taxes on imports and exports. Tax 
reform, to broaden the tax base while lowering rates, has become 
a necessary condition for sustainable recovery. 


While the government has pursued restrictive budgetary measures 
in order to control costs, political constraints have prevented 
the Prime Minister from dealing effectively with the problem of 
Cote d'Ivoire's large and highly paid civil service. As an 
indication of the scale of the problem, personnel costs 
accounted for over 90 percent of operating costs in the 1991 
budget. Apart from the budgetary impact, high public sector 
wages are reflected throughout the economy, contributing to Cote 
d'Ivoire's lack of international competitiveness. A 1990 
attempt to cut public sector wages provoked civil unrest and was 
quickly abandoned. Wages and competitiveness could be addressed 
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indirectly through a devaluation, but this approach is not 
supported by the Ivorian Government and has publicly been ruled 
out by the French Government, which underwrites the CFA Franc's 
convertibility. 


5 Relati ith the Major D i Credit 


Since 1987, Cote d'Ivoire has failed to comply completely with 
the conditions of three separate IMF programs. In the autumn of 
1991, another agreement was negotiated and implemented, and the 
Ivorian Government now claims that it will meet its targets. 
Following the implementation of the IMF's latest stand-by 
agreement, the World Bank negotiated and approved three loans 
designed to restructure the banking system, assist in the 
development of human resources, and address the critical issue 
of Cote d'Ivoire's poor international competitiveness. As part 
of the World Bank program, Cote d'Ivoire agreed to adhere to a 
three-year set of economic plans and targets, known as the 
medium-term framework, designed to restructure the economy and 
improve its competitiveness. 


With the IMF and IBRD programs active, the road was cleared for 
a December 1991 Paris Club rescheduling of debt owed to foreign 
governments and government agencies. Nevertheless, additional 
sources of funding were necessary to satisfy the 1991 public 
sector financial targets agreed with the IMF. These resources 
have come principally from the French Government and the 
European Community's STABEX fund. Commercial bank arrears may 
eventually be addressed at the so-called London Club, but no 
dates have been established. Due to these commercial arrears, 
new private lending by foreign banks is extremely limited. 


Implications for U.S. Business 


About 50 U.S. companies have offices in Abidjan, many of them 
regional serving the West African area. Another 200 firms 
distribute American equipment, goods, and services. Export 
opportunities exist for U.S. manufacturers and traders in paper 
products; telecommunications equipment; petroleum refinery 
products; plastic materials and resins; computer hardware and 
software; agricultural and irrigation equipment; mining 
equipment; earth-moving and construction equipment; security 
equipment; forestry and woodworking machinery; cosmetics; 
toiletries and health care products; food processing and 
packaging equipment; drugs and pharmaceuticals; medical 
equipment; consumer electronics; aircraft equipment; textile 
machinery; air conditioning and refrigeration equipment; pumps, 
valves, and compressors; industrial and agricultural chemicals; 
circular knit fabrics; broad woven fabrics; used clothing; 
chewing and smoking tobacco; rice; wheat; corn; milk; and 
vegetable oils. 
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U.S. assets and investments are concentrated in petroleum, 
hotels, computers, and service industries. Activity is limited 
because of Cote d'Ivoire's financial difficulties, but American 
accounting firms, consultants, insurance companies, a bank, and 
a law firm have offices in Abidjan to assist the exporter or 
investor. Trade policy is relatively liberal, and the CFA 


franc, which is held at a fixed parity with the French franc, is 
freely convertible. 


The Ivorian Government continues to voice its interest in 
attracting investment, and it offers as legal options a foreign 
investment or tax code regime (revised in 1985), a new factory 
regime, or the general regime applicable to local investors. 
Most investors use one of the latter two, judging the benefits 
in the investment code to be less attractive than might be 
expected from its title. Investors need not have an Ivorian 
partner. Investments in areas outside Abidjan are favored, as 
are those which promote employment, especially in agribusiness, 
light industry, and low-income housing. Best investment 
prospects are in mining, energy, agriculture, and food 
processing. Opportunities also exist in telecommunications and 
waste management. The Ivorian Government has undertaken a major 
program to privatize state-run companies, as part of its 
structural reforms. A total of 79 enterprises are now scheduled 
to be privatized on a priority basis. Ultimately, up to 140 


enterprises with state equity will be partially or completely 
privatized. 


The stability of the CFA franc, pegged at 50 CFA to one French 
franc (FF), is a major plus for investors and other business 
people, though the exchange rate itself is not favorable for 
exporting. Cote d'Ivoire does not restrict the repatriation of 
Capital and profits. While prior authorization is required for 
transfers outside the Franc Zone, permission is routinely 
granted to properly registered firms, though there have been 


some delays due to momentary liquidity problems of individual 
banks. 


American products and services are viewed favorably and the 
United States is regarded as a leader in technology innovations 
and management. But 30 years after Cote d'Ivoire's 
independence, French influence is still strong, French standards 
and legal codes prevail, and there are still many technical 
advisors from France in the country. To take advantage of 
Ivorians' willingness to consider alternatives to French goods 
and services, U.S. firms should be prepared to do business in 
the French language and to develop a local presence. 


The best way to access the Ivorian market is to devote time to 
finding a reliable, financially sound agent or distributor, to 
provide him or her with good marketing literature and technical 
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manuals in French, and to support marketing efforts with liberal 
terms, timely delivery, and back-up service. For products of 
lower value, price is the single most important market 
penetration factor. For goods with higher value, attractive 
financing, product quality, and the ready availability of local 
service facilities are the deciding factors. But an additional 
ingredient of central importance is the personal rapport between 
seller and buyer, or between investor and local partner. This 
rapport must be developed and nurtured through frequent business 
trips, consistent follow-up correspondence, and much cultural 
empathy. Helping to bridge the gap and bring American business 
ways to Cote d'Ivoire are the increasing number of young 
Ivorians who have learned English and trained in the United 
States and who are available to work with American companies 
operating in the country. 


Several support programs exist to help American investors, among 
them the Washington-based Overseas Private Investment 
Corporation (OPIC), the Abidjan-based Africa Project Development 
Facility, and the International Finance Corporation (a World 
Bank affiliate). The American Chamber of Commerce in Cote 
d'Ivoire acts as an unofficial spokesman for U.S. business 
interests in Cote d'Ivoire and organizes occasional forums for 
U.S. business groups to discuss local trade and investment 
issues, in cooperation with the U.S. Embassy. 


A key player in the development of African economies is the 
African Development Bank (AfDB), and its importance to U.S. 
companies seeking entry into African markets should not be 
overlooked. Headquartered in Abidjan, the bank is both a vital 
source of timely information on development projects all over 
Africa and a major source of financing for those projects. U.S. 
consulting firms and suppliers of goods and services should take 
advantage of the U.S. Commerce Department's links with the Bank 
to tap into those sources. Tenders are advertised in the United 
Nations publication Development Business and other widely 
distributed periodicals. Early notifications of projects are 
published in Commerce Business Daily and the Journal of 
Commerce. To obtain the African Development Bank Business 
Opportunities service, call the subscription desk at the 
National Technical Information Service on Tel No. (703) 487-4630 
and request PB92-963000. 


U.S. firms are encouraged to register with the AfDB, and to sign 
up for regular project information via subscription. A list is 
also available of local representatives in Abidjan who will 
track relevant AfDB projects throughout Africa for U.S 
companies. For details on these resources, contact the Office 
of International Major Projects at Fax No. (202) 377-3954 in 
Washington DC, the Foreign Commercial Service at Fax No. 011 
(225) 22-32-59 in Abidjan, or the U.S. Executive Director, AfDB 
at Fax No. (225) 33-14-34 in Abidjan. 


#U.S. Government Printing Office : 1992 - 311-913/40038 





